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Objective
Determine the extent of State Department of Public Education (SDE) monitoring, oversight and corrective
action established for proper eligibility identification of special education students for enhanced state
equalization guarantee funding.

Results
The special education program is in transition as a
result of the No Child Left Behind Act, pending
reauthorization of the Individuals with Disabilities
Education Act (IDEA) and state initiatives to reduce
the need for referrals to special education and
improve program performance.

The results of this audit indicate that the state may
over-identify special education students. In the past
monitoring, oversight and enforcement of corrective
action has been weak.  It is hoped that the initiatives
implemented by SDE will improve enforcement and
compliance.

The most significant initiative implemented at the
state level for monitoring school districts
compliance with special education federal and state
regulations is focused monitoring.  A group of state-
wide stakeholders identified four key indicators. For
each school year, the Accountability Data System
(ADS) and data from test publishers is used to
analyze school districts’ variances from state-wide
averages on these four indicators: 
• time spent in regular classroom
• percent of students identified as specific

learning disabled (SLD)
• participation in state-wide assessment
• performance on state-wide assessment.

The more significant the variance the more likely
the school district will be selected for a monitoring
visit that year.  Additionally, three or four school
districts are selected yearly at random for a visit. 

As a result of these visits, school districts are
required to provide a corrective action plan and
progress reports detailing evidence of change.
School districts have two years to provide
evidence of improvement. Special education unit
staff monitor and review corrective action plans
and progress reports. 

The findings included in the focus monitoring
reports indicate that school districts did not
provide evidence of compliance with IDEA
regulations regarding:
• eligibility determination pertaining to lack

of instruction in reading or math and LEP.
• evaluation of LEP students resulting in

over-identification of students with SLD.
• development, review or revision of the

individualized education program (IEP).

The focused monitoring reports also identify
ineffective pre-referral interventions which result
in over-identification and lack of evidence that
students are served in the least restrictive
environment.

School Year (SY) 02 was the pilot year for focused
monitoring.  Thirteen school districts were visited.
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In SY03, 14 school districts will be visited. The
process is being refined as more experience is
gained.  Sanctions for non-compliance with
corrective action plans are expected to be released
in mid January 2003. They were not available for
review prior to release of this report.

Other initiatives implemented include:

T School district continuous improvement -
focused monitoring will be incorporated
into the IDEA-B application process by
requiring school districts submit
improvement activities with their
application for funding.

  
T Transition -  a project to get 14 year old

students to plan for the next four years in
high school and 16 year old students to
network with the Division of Vocational
Rehabilitation (DVR) and post secondary
education institutions.  Currently 36 school
districts are participating in this project. 

T Behavioral intervention - looks at school
climate and culture for school-wide positive
behavior support.  Teams are trained to
identify behaviors and work with students to
reduce referral to special education.  Thirty-
four schools are participating in this project.

T Reading - improve reading and help reduce
referrals to special education. The state has
been awarded a six year grant in which
approximately $8.4 million will be received
each year for this project.

T Gifted - pilots different testing techniques
to properly identify gifted students, improve
the quality of instruction and improve the
number of minorities in the gifted program.

T Alternative Assessment - used to assess
students when the IEP indicates an
alternative assessment is recommended. The

goal is to ensure that all students are
accounted for and making progress.

T Least Restrictive Environment (LRE) -
several activities to support and encourage
provision of educational services in the
least restrictive environment which
includes: intensive training of 25 educators
to function as trainers/coaches, technical
assistance to school districts, and
development of a placement pamphlet and
best practice document.

T Funding formula - the state board of
education is considering a study, among
other things, to determine if the current
formula creates an incentive for over-
identification.

T Teacher shortage - a group is developing
a plan to recruit and train qualified
teachers. They are also working with
colleges and universities.

T Parent Liaison - one full time equivalent
(FTE) is dedicated to provide assistance to
parents regarding delivery of special
education services to resolve issues as soon
as possible. A parent handbook was also
developed.  The Parent and Child Rights in
Special Education provides procedural
safeguards.  

It is too early to tell if state initiatives will be
successful.  Factors such as state board of
education support, SDE management support,
school district compliance and SDE enforcement
will impact the success or failure of these
initiatives.

HIGHLIGHTS 

The level of state funding on the special education
program has increased by $98 million (43%), in
real dollars, since fiscal year (FY) 98 while the
average daily membership in the special education
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program increased by 3,155 (5%) students.  The
level of federal funding increased by almost $24
million (123%) from FY98 to FY02.

Although the federal government is a key player in
the delivery of special education programs, New
Mexico funds the majority of program costs
(approximately 88%).  The following table provides
total funding levels for the last five years.

Federal 
Flow-Thru

State 
Funding

 
Total Funding

FY02 $43,771,863 $326,708,806 $370,480,669 

FY01 $33,566,298 $299,082,134 $332,648,432 

FY00 $28,862,077 $275,783,958 $304,646,035 

FY99 $24,824,142 $262,774,130 $287,598,272 

FY98 $19,652,693 $229,127,550 $248,780,243

Using 2001-2002 average membership/unit data
provided by SDE, which includes gifted programs,
students placed in A/B and C programs represent 75
percent of the special education membership.
Applying the cost differential to students
membership, D level programs and 3 and 4 year
olds with developmental disabilities represent 46
percent of the funding units which results in higher
SEG funding for the school districts.

The majority of special education expenditures
specifically identified and reported to SDE by
school districts are personnel costs, contractual
services and IDEA-B expenditures.  For FY02
these expenditures account for 95 percent ($354.2
million) of total special education revenue
allocated to the school districts. The remaining five
percent ($16.2 million) is not specifically
identified by school districts but may account for
central administrative costs, supplies and
materials, and equipment.

Based on reported special education expenditures,
there appear to be extreme variations between
school districts in the additional amounts spent per
special education student from no additional
dollars reported to $37,610 per student.  Variations
appear to be greater in smaller school districts and
less in larger school districts which is consistent
with national trends.  Exhibits 1 and 2 provide
special education membership and expenditure
data.

Using expenditure data provided by SDE,
approximately $9,826 was spent to educate each
special education student in New Mexico which
appears to be $2,616 less than the national average.
New Mexico is one of a few states that funds
gifted through the special education program.

Since 1998 total special education
funding has increased by $122
million or 49 percent.  New Mexico
funds approximately 88 percent of
special education costs. 

75 percent of special education
students receive minimal, moderate
or extensive level of service.  46
percent of the funding goes to
students receiving maximum level of
service which generates more SEG
funding.

New Mexico spends $9,826 to educate
each special education student.
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Performance of special education students on the
Terra Nova was analyzed to determine if increased
funding affected student performance.   In 20 of 35
cases, Terra Nova scores improved from SY01 to
SY02, most notably and consistently across all test
areas for grades six through eight.  Unfortunately,
test data was only available for SY01 and SY02.
Therefore, it cannot be determined whether the
general improvement is a result of increased
funding for one fiscal year or a cumulative result
showing a general trend over several years.
However, of concern is the significant drop in
science and social studies in the third, forth, fifth
and ninth graders’ scores and in math in third,
fourth and fifth graders, scores. 

New Mexico special education membership
averages approximately 20 percent of the total
student membership. Excluding gifted students,
special education membership drops to17 percent.
The state is substantially higher than other western
states and the national average of about 12 percent.
This may be an indication of over-identification of
students needing special education services.

An analysis of the make-up of the special education
population as reported in ADS for SY01 and SY02
indicates:
• 51 percent are Hispanics
• 31 percent are Caucasians.
• 53 percent are SLD.
• 19 percent are gifted. 
• 66 percent are males, excluding gifted.
• 50 percent of Native Americans considered

SLD are also identified as LEP.

Areas for Improvement
 
ö The current funding formula may create an

incentive for over-identification.  Over-
identification may be occurring among the
male population, Native Americans also
identified as limited English proficient
(LEP), students in SLD and gifted
categories.  The number of students placed
in special education programs has a direct

impact on state equalization guarantee
(SEG) funding.

There is concern nationally with over-
identification of students with disabilities because
some funding formulas promote incentives for
over-identification, especially those that fund
based on level of disability. Research indicates that
school districts are often forced to place students
in special education because general education
does not have the programs necessary to assist
students with learning disabilities or behavioral
problems. Special education provides these
resources. Once a student is placed in special
education it is highly unlikely he/she will return to
general education.

Study the Current Funding Formula
Initiate the study of the current funding
formula to address the issue of whether the

formula creates an incentive for over-identification
of students with disabilities.  The study should
determine if there is a need to shift resources from
special education into general education if over-
identification is occurring.  

ö The special education unit comprised of 21
FTE experienced a 63.6 percent turnover in
2001. In 2001 three people were
performing most of the duties in the special
education unit for several months.  Most of
the current staff has been with the special
education unit 18 months.  Three positions
were reclassified to allow for the hiring of
at torneys to handle complaint
investigations and hire a data base analyst.
However, significant delays prevented
timely filling of these vacancies.

From SY95 to SY02 the special
education population grew by 18
percent while the total student
population decreased by 2.8 percent.
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Fill Vacancies Timely 
Fill vacancies timely to improve SDE’s
effectiveness in monitoring and oversight

and reduce inefficiency by eliminating the need for
remaining staff to perform necessary job functions
created by vacancies.

ö The special education unit appears to be
inadequately staffed in some areas. Focused
monitoring, complaint investigation and
fiscal administration appear to be
understaffed.  This lack of resources effects
the quality and thoroughness of monitoring
and oversight the special education unit is
able to perform.

Two FTE are assigned to focused monitoring.
These individuals assist on focused monitoring
teams, review focused monitoring reports,  review
and monitor corrective action plans and progress
reports, visit school districts to ensure corrective
action implementation and provide general
technical assistance.  As of October 2002
approximately half of the 13 focused monitoring
reports for SY02 visits had been released. 

One FTE is currently assigned to complaint
investigations with two FTE assisting part-time.
One of the two part-time FTE is assigned to enforce
corrective action plans and is the parent liaison.
Approximately 50 complaints are filed each year
which must be investigated and reported within 60
days of receipt.  As of November 2002 seven
investigations missed the 60-day reporting period.

Basically, one FTE is assigned to process all
program-level documentation related to state and
federal special education funding for 89 school
districts and eight state supported educational
programs, in addition to other management,
technical assistance and data responsibilities.

Conduct a Management Study   
Conduct a management study to identify
opportunities to streamline operations and

reallocate staff to increase effectiveness by
improving the level of monitoring and oversight
required by SDE and the special education unit
which monitors a $370 million program with over
800 federal and state compliance requirements.

ö The number of school districts
participating in Medicaid in the Schools
(MITS) has decreased and cost
reimbursement to school districts has
dropped 50 percent from SY00 to SY02
because of a dispute regarding
administrative costs. Discussions between
school districts and the Human Services
Department (HSD) regarding this issue
deteriorated to the point that HSD
e l i m i n a t e d  r e i m b u r s e m e n t  o f
administrative costs.

Resolve Issues Surrounding MITS
Resolve issues surrounding MITS as soon
as possible. As recommended in the LFC

audit of MITS, by compromising on the type of
services allowed under MITS and improving the
relationship between the school districts, SDE and
HSD may increase the level of services provided to
disadvantaged students and the level of federal
funding leveraged.

ö This audit and several other previous
audits conducted by the LFC in previous
years, report that SDE has not developed
written policies and procedures in
numerous areas.  The significant turnover
SDE had in the last few years has resulted
in late federal financial reports, late
financial audits, release of funds to school
districts without ensuring availability of
funds in SDE accounts, the inability to
adequately monitor school district finances
and significant time and effort in training
new staff.
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Develop Written Policies and Procedures
Develop written policies and procedures for
monitoring, technical assistance and fiscal

management and oversight to reduce SDE’s
vulnerability regarding accurate and timely program
and fiscal management and reporting as well as
improve efficiency when key employees leave SDE
or significant staff turnover occurs. 

ö SDE provided school districts with
guidelines regarding administration of the
alternative assessment.  However, for two
years school districts did not follow the
guidelines.  Some school districts only
administered one or two parts of a four part
assessment even though all four parts are
required to be administered.  This instance
of non-compliance along with others
rendered a good portion of the test results
invalid.

It is likely the number of alternative assessments
administered to special education students will
increase due to the high stakes attached to student
achievement.  School districts may be concerned
with the effect inclusion of special education
student assessment results will have on overall
student performance thereby administering the
alternative assessment rather than the standard
assessment.

Place Responsibility on Principals for
Compliance with Assessment Guidelines
Place responsibility on school district

principals for compliance with SDE assessment
guidelines rather than merely meeting a quota
regarding the number of students assessed to
improve the quality of assessment results.
Administering appropriate assessments will provide
an indication of the level of instruction necessary to
provide these students the tools necessary to be
successful in the future. 

Closely Monitor Assessment Activities
Closely  monitor assessment activities to
ensure all students are adequately assessed

using the proper instrument.

ö Special education teacher waivers average
47 percent of the total waivers issued state-
wide. With implementation of the No
Child Left Behind Act waivers will not be
acceptable. 

Improve Teacher Recruitment and
Training Strategies
Continue to work on methods to recruit and

train special education teachers and to address the
overall teacher shortage.
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Background. In the mid-sixties, the Legislature
recognized the need to educate handicapped
children and provided for additional instructors.  In
the early seventies two memorials were passed; one
requested the Legislative Education Study
Committee conduct a study of existing special
education programs and the other requested the
state board of education and local boards of
education provide special education instructional
programs no later than September 1973 in every
school district where children are identified as being
in need of such programs.

In 1975 the federal Education for All Handicapped
Children Act (P.L. 94-192) was passed. The Act
provided programs and related services for students
with disabilities as a national system of service. In
1990 P.L. 94-192 was reauthorized as the
Individuals with Disabilities Education Act (IDEA).
The fiscal portion of the Act is a state grant-in-aid
program, permanently authorized under Part B
requiring participating states to make available to
children with disabilities determined eligible under
the Act a free appropriate public education in the
least restrictive environment (LRE). 

Section 22-8-21 NMSA 1978, Special Education
Program Units subsection A states:  “For the
purpose of the Public School Finance Act..., special
education programs for exceptional children are
those approved by the department and classified as
follows...”

Program
Special
Education

Cost
Differential 

Class A minimal .7

Class B moderate .7

Class C extensive 1.0

Class D maximum 2.0

Three-and four-year olds
with developmental
disabilities maximum 2.0

The number of special education program units is
the sum of membership in each approved class

multiplied by the corresponding cost differential.
For related services, the number of FTE certified
or licensed ancillary service and diagnostic service
personnel is multiplied by 25.0.

Effective July 1, 2000 special education program
units are calculated using an average of the
membership on the 40th, 80th and 120th days of the
prior year.

Authority for Review.  The Legislative Finance
Committee (LFC) has the statutory authority under
Section 2-5-3 NMSA 1978 to examine laws
governing the finances and operations of
departments, agencies and institutions of New
Mexico and all of its political subdivisions, the
effects of laws on the proper functioning of these
governmental units and the policies and costs of
governmental units as related to the laws, and to
make recommended changes to the Legislature.  In
the furtherance of its statutory responsibility, the
LFC may conduct inquires into specific
transactions affecting the operating policies and
cost of governmental units and their compliance
with state law.

Procedures. 
Review of laws and regulations.
Review of reports issued by other agencies.
Interview SDE special education staff.
Analysis of ADS database.
Review of special education program and
administrative budget and expenditures.
Review of focused monitoring reports, corrective
action documents and progress reports.
Review of complaint investigation reports and
corrective action.
Review of state plan, school district applications
for IDEA-B funds, federal financial reports, and
federal program reports.

Scope.  Data and documentation was reviewed as
follows:
• ADS data SY99 through SY02
• Parity and growth data SY95 through

SY02
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• Administrative and school district budget
and school district expenditures FY98
through FY02

Audit Team Members.
Manu Patel, Performance Audit Manager
G. Christine Chavez, Senior Performance Auditor
LaVonne Cornett, Senior Performance Auditor
Alicia Ortiz, Performance Auditor

Exit Conference. An exit conference was held
January 13, 2003, those in attendance included:
Michael Davis, State Superintendent; Steve
Sanchez, SDE Interim Director Learning Services
Division, Sam Howarth, SDE Director Special
Education Division, Bonnie Anderson, SDE Fiscal
and Data Consultant Special Education Division;
Representative Luciano “Lucky” Varela, LFC
Chairman; David Abbey, LFC Director; Manu
Patel, LFC Performance Audit Manager; G.
Christine Chavez, LFC Senior Performance
Auditor; and LaVonne Cornett, LFC Senior
Performance Auditor.

Distribution of Report. This report is intended for
the information of the State Board of Education,
State Department of Public Education, Office of the
State Auditor, Department of Finance and
Administration, Legislative Education Study
Committee and the Legislative Finance Committee.
This restriction is not intended to limit the
distribution of this report, which is a matter of
public record.
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Findings and Recommendations

Costs of Special Education.  Special education program funding has increased $122 (49%) million from
FY98 to FY02.  Most of the revenue growth came from State funding sources (approximately $98 million).
 State-wide funded membership grew by 3,155 (5%) from 60,517 to 63,672.  State-wide special education
membership averages approximately 20 percent of total student membership annually.  Excluding gifted
membership, the average drops to 17 percent. The national average is around 12 to 13 percent. 

Fiscal
Year 

Federal 
Flow-Thru

State 
Funding

Total 
Funding

FY02 $43,771,863 $326,708,806 $370,480,669
FY01 $33,566,298 $299,082,134 $332,648,432
FY00 $28,862,077 $275,783,958 $304,646,035
FY99 $24,824,142 $262,774,130 $287,598,272
FY98 $19,652,693 $229,127,550 $248,780,243

The level of state and federal funding on the special education program increased by $122 million (43%) and
$24 million (123%) respectively from FY98 to FY02.  However, the number of students placed in the special
education program increased 3,155 (5%) while total student population decreased 2.8 percent.  Total special
education expenditures specifically identified and reported to SDE by school districts accounted for 95.4
percent ($354.2 million)  of the special education funding.  The remaining 4.6 percent ($16.2 million) of
special education expenditures are not specifically identified.   Also, the school districts currently do not
specifically track, allocate and report common costs such as central administrative costs, utilities, classroom
supplies, etc. by each program which may account for this difference.  It should be noted that SDE and the
school districts are in the process of implementing a performance based budgeting system which has the
capability to identify and report costs at individual school and classroom level.

Costs identified with special education programs for each of the school districts were extracted from statistical
data provided by SDE  for FY98 through FY02.  Average spending per special education student (including
gifted) increased $1,327 (31%) statewide from $4,237 (FY98) to $5,564 (FY02).  Special education costs
include personnel, contractual services and IDEA-B expenses. However, costs associated with gifted cannot
be identified.

There appear to be extreme variations between school districts in amounts spent per student from no
additional dollars being reported to $37,610 being reported by one charter school in FY01.  The school budget
and finance analysis unit was asked  to investigate the accuracy of the data and/or provide an explanation, but
a response was not received prior to the report date.  Variation appears to be greater in smaller school districts
and less in the larger school districts.  There is also substantially more variation within the smaller school
districts from year to year than the larger districts such as Albuquerque and Las Cruces. Comparison of
special education membership to total membership and special education program budget to the total budget
by district is provided in Exhibits 1 and 2.

Attempts were made  to obtain data related to other states ’ expenditures and funding of special education
programs, but  such data is difficult to obtain.  In recent years, the National Center for Special Education
Finance (CSEF) has published a series of papers related to special education finance.  In a June 2001 paper,
Special Education Finance, CSEF indicates that “exact current expenditures are unknown...because the states
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were last required to report...for the 1987-88 school year and because the last independent national special
education cost study, completed in 1988, was based on data from the 1985-86 school year.” 

However, CSEF set up the Special Education Expenditure Project (SEEP) which has conducted several
studies in an attempt to alleviate the lack of financial data for special education programs.  SEEP surveyed
the 50 states and the District of Columbia for the 1999-2000 school year and in March 2002 released a report
What Are We Spending on Special Education Services in the United States, 1999-2000? SEEP estimates that
an average of $6,556 is spent on every student with an additional $5,918 spent on special education students
nation-wide for a total of $12, 474.  In the 1985-1986 school year, the total national average was $9,858.
However, information was not available to determine what is included in school district expenditures used
to calculate the nation-wide per student cost of $12,474.

Although  SEEP did not report statistical data of individual states, 1999-2000 total expenditures per student
is estimated at $5,955 using data provided by SDE’s school budget and finance analysis unit.  Approximately
$9,826 ($4,999 regular plus $4,827 special education) was spent to educate each special education student
in New Mexico which is $2,616 (21 %) less than the national average.  Average additional spending for
special education is approximately 82 percent of the national average ($5,918-$4,827 difference of $1,091).
Base (regular) spending for all New Mexico students also appears to be below national spending estimated
at 76 percent of national spending ($6,556-$4,999) as calculated below, excluding debt service and capital
expenditures.  However, only identified special education expense was used to estimate cost.

FY00 School District Reported Expenditures
Total 

Expenditures
Special Education

Expenditures
Net (Estimated Regular

Expenditures)

A General Fund Expenditures $1,598,228,311 $271,360,424 $1,326,867,887

B Special Revenue Fund Expenditures 
(including federal funds) $  287,424,746   $31,560,034

  
 $  255,864,712

C Total Expenditures    $1,885,653,057 $302,920,458 $1,582,732,599

D Number of students           316,633          62,751           316,633

E Average spent per student   (C/D)            $ 5,955           $ 4,827             $ 4,999

F National average           $5,918                         $ 6,556

G Difference (E-F)         $(1,091)              $ (1,557)

H Percentage difference (G/F)         (18.4%)              (23.7%)

Growth in special education membership was also compared.    State-wide membership grew by 3,155 from
FY98 to FY02, (5%) 60,517 to 63,672.  As is the case with regard to cost per student, there was more
variation in smaller school districts and between fiscal years within smaller school districts.  State-wide
special education membership averages approximately 20 percent of total student membership annually.
Again, there is significant variation among the smaller school districts.  However, New Mexico is
substantially higher  than other western states and the national average of about 12 to 13 percent.  New
Mexico is one of a few states that includes gifted in the special education program.  The number of gifted
students is approximately 12,000.  When gifted membership is removed, New Mexico’s average special
education membership drops to 17 percent, but is still higher than the national average.
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SDE has only begun to keep  annual statistics as to the effectiveness of special education  programs.   SDE
provided data for FY02 and FY01 special education (no test accommodations made) which suggests that
increased spending has been effective in helping students, particularly for special education students in grades
six through eight. 

Comparison Terra Nova (1996 Norms) Test Results for 
Non-Accommodated Special Education Students SY02 and SY01
Grade-Year Reading Language Math Science Social Studies

03-2002
03-2001

34.3
34.9

34.3
32.3

37.4
39.1

35.0
38.1

36.7
39.0

04-2002
04-2001

36.5
38.4

34.8
35.2

33.9
38.6

37.3
37.8

36.5
43.5

05-2002
05-2001

36.9
32.3

35.8
25.9

31.3
33.7

35.8
38.4

31.6
37.7

06-2002
06-2001

39.4
23.8

36.8
24.7

31.9
26.5

39.8
32.8

31.5
28.8

07-2002
07-2001

32.5
23.6

34.0
22.7

26.6
24.0

34.9
30.1

34.6
28.8

08-2002
08-2001

34.4
28.6

30.6
24.2

28.9
23.5

39.7
35.4

31.9
30.3

09-2002
09-2001

21.3
20.5

21.9
18.5

14.6
14.9

20.3
24.2

19.6
24.0

In 20 of 35 cases (57%), Terra Nova scores have increased from SY01 to SY02, most notably and consistently
across all test areas for grades six through nine.  This may suggest a correlation between funding increases
and improved test scores for special education students.  Unfortunately, data is not available for school years
before SY01.  Therefore it cannot be determined whether the general improvement is a result of increased
funding for one fiscal year or a cumulative result showing a general trend over several years.  However, of
concern is the significant drop in science and social studies in third through fifth grader and ninth grader
scores, math scores in grades three, four and five and reading and language scores in grade four.

SDE staff could not provide exact comparisons with nation-wide statistics.  In addition data available to the
school budget and finance analysis unit which would be of use to special education staff does not appear to
be shared.  Nor could school budget and finance analysis unit staff adequately explain the source of and how
certain reports are compiled due to the turnover in staff and lack of experience of current staff.  It is hoped
that performance based budgeting, and hiring and training of qualified staff will eliminate this problem.

Recommendations:

< Investigate the reasonableness of large differences between school districts. Once performance based
budgeting is implemented at the school district level, determine if appropriate intervention strategies
are required.

< Investigate whether New Mexico over-identifies students needing special education services and
potential explanations for the higher percentage of special education students.
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< Continue efforts to obtain annual data on effectiveness of special education spending.  Perform
analyses to ascertain effectiveness.

< Complete timely hiring and training of new staff.

Department Response:

• There may be situations where variations among districts are appropriate, and performance-based
budgeting may provide additional insight into these variations.

• The special education unit concurs with the audit finding related to possible over-identification of
students needing special education services and is working collaboratively with other SDE units 1)
to implement improved reading instruction for all students in New Mexico and 2) to undertake a study
of the funding formula.

• The special education unit has recently hired a computer systems analyst to increase the quality of data
analysis related to special education program effectiveness.  An analysis of these data will assist the
special education unit in implementing initiatives to continually improve outcomes for students
receiving special education services.

• SDE is required to work with the State Personnel Office, the Department of Labor, and the
Department of Finance Administration on posting and filling vacancies.  SDE is committed to filling
vacancies in a timely manner.

Special Education Enrollment.  Analysis of program reports and ADS special education data for SY01 and
SY02 indicates that there may be over-identification or misidentification of special education students in
certain disability categories which has a direct impact on state equalization guarantee (SEG) funding. The
current funding formula may contribute to over-identification of special education students. Disability
definitions are provided in Exhibit 3.  

Analysis of the Over/Under Representation - Ethnicity Data Report for the last seven years indicates that the
special education student growth rate is inconsistent with the growth rate of the entire student population. 
The special education population, excluding gifted students, grew by 17.8 percent while the total population
decreased by 2.8 percent from SY96 to SY02. The most recent national data provided in the U.S. Department
of Education Office of Special Education Program’s (OSEP) 23rd Annual Report to Congress, U.S.
Department of Education 2001 indicates that the rate of growth in the number of children ages six through
21 with disabilities served under IDEA-B grew by 30.3 percent from 1990-1991 to 1999-2000, which exceeds
the rate of growth of 12.2 percent for total student enrollment for that same age group.
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Aggregate Growth in Special Education Population Compared to 
Aggregate Growth in Total Student Population 1996 to 2002
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The following graphs compare the aggregate growth rate of special education students by ethnic group to the
aggregate growth rate of the state-wide student population by ethnic group.  The rate of growth in special
education has increased while the rate of growth in total student population has decreased or remained stable
for some ethnic groups. 
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Source
Over/Under Representation - Ethnicity Data Report 1995 through 2002 120 day count.
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The ethnic representation of students in special education programs is consistent with their representation
within the entire student population, except for African American students whose representation in special
education exceeds the 20 percent variance allowed by federal guidelines and Asian students whose
representation is below the 20 percent variance.

Ethnic Representation of Special Education Programs Compared to Total Student Population 
1995 to 2002

Ethnic Group 1995 1996 1997 1998 1999 2000 2001 2002

CAUCASIAN Percent in
Special
Education

39.20 38.46 37.45 36.86 35.86 33.48 32.84 31.89

Percent in
Total Student
Population

39.85 39.46 38.64 38.06 37.16 35.52 34.53 33.68

HISPANIC Percent in
Special
Education

46.30 46.99 48.20 49.14 49.85 50.70 50.97 51.48

Percent in
Total Student
Population

46.42 46.76 47.51 48.00 48.79 49.33 49.99 50.66

NATIVE
AMERICAN

Percent in
Special
Education

10.87 10.94 10.75 10.34 10.81 11.63 11.99 12.25

Percent in
Total Student
Population

10.40 10.42 10.49 10.57 10.76 11.02 11.26 11.33

AFRICAN
AMERICANS

Percent in
Special
Education

2.98 3.03 3.07 3.10 2.95 3.06 3.10 3.10

Percent in
Total Student
Population

2.37 2.38 2.37 2.35 2.33 2.33 2.36 2.32

ASIAN Percent in
Special
Education

.54 .58 .53 .55 .52 .57 .52 .55

Percent in
Total Student
Population

.96 .98 .98 1.02 .97 1.05 1.05 1.05

The disability breakdown for the120th day reporting period by school year for two years using ADS data  is
presented in the following table.  SLD students make up approximately 44 percent of the special education
population and gifted students make up 19 percent.  Eliminating gifted, SLD makes up 53 percent of the
student population compared to the national average of 50.5 percent as reported by OSEP in its annual report.
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Special Education Student Population by Disability

Disability SY01 SY02

Autistic 235 287

Deaf/Blind 19 9

Developmentally Delayed 4,936 5,048

Emotionally Disturbed 3,152 2,884

Gifted 12,418 12,127

Hearing Impaired 535 536

Intellectually Delayed/
Mentally Retarded 1,939 1,868

Multi-Disabled 1,148 1,158

Other Health Impaired 2,166 2,291

Orthopedically Impaired 282 263

Speech/Lang Impaired 10,549 9,987

Specific Learning Disabled 29,058 28,111

Traumatic Brain Injury 225 223

Visually Impaired 197 189

TOTAL 66,859 64,981

The ethnic make-up of the gifted student population is of serious concern.  Caucasian students make up
approximately 65 percent of the gifted population while their representation in the total population is 33.68
percent.  Hispanics, Native American and African Americans appear to be significantly under-represented.
Refer to the table on page 16 for the ethnic representation of the total student population compared to gifted
representation in the following graph. According to SDE staff, there may be some over-identification of gifted
students because of instruments used to identify gifted.  New testing instruments are being piloted to address
this issue. Gifted students are funded in the same manner as other special education programs, based on
service level.  Information provided by SDE indicates that 97 percent of the gifted students are in A/B
programs which has a cost differential of .7.  A gifted student receiving instruction in Class D which is
maximum level of service has a cost differential of 2.0. There are 58 students in this program level
representing .4 percent of the gifted population.
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An analysis of special education students identified as limited English proficient (LEP) and their disability
using SY01 and SY02  ADS December 1 reporting period data indicates that approximately 19 percent of the
special education student population is identified as LEP compared to 20 percent of the total student
population. The Native American special education population identified as LEP is five percent greater than
the rate of LEP students in the total student population (45 percent versus 40 percent respectively). This
suggests possible over-identification and noncompliance with IDEA-B regulations. Refer to Exhibit 4

In OSEP’s  23rd Annual Report to Congress the Office of Civil Rights reported that five and one-half percent
of all students enrolled in LEP services also had a disability (U.S. Department of Education, 1999).
According to OSEP “...standardized assessments often prove invalid predictors of a LEP student’s true
functioning levels. Thus, the tests may become a measure of the student’s English language proficiency and
knowledge of mainstream culture rather than a measure of academic potential ... Only after documenting
problematic behaviors in the primary language and in English, and eliminating extrinsic variables as the cause
of these problems, should the possibility of the presence of a language/learning disability be considered...”

ADS December 1 reported data indicates that males represent approximately 64 percent of the special
education population in SY01 and SY02.  Deaf/Blind is the only disability category in which females
outnumber males.  Male representation in the total student population is 51 percent for both SYs.  Therefore,
males are over-represented in special education. SLD has the highest male representation followed by gifted
(G), speech/language impaired (SL), emotionally disturbed (ED), and developmentally disabled (DD) in that
order. Eliminating the gifted students, males represent 66 percent of the special education population.
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School
Year

Total
Special

Education
Student

Population

Female % Female Male % Male

SY00-01       66,859     24,031 35.9%     42,828 64.1%
SY01-02       64,981     23,460 36.1%     41,521 63.9%

According to ADS December 1 reported data, ninth graders comprise the largest group of special education
students. The  most common disability categories of ninth graders are SLD, gifted (G), emotionally disturbed
(ED) and speech/language impaired (SL).

Special education students are served in mainly three school settings (1) general education, (2) resource room,
and (3) separate setting.   According to tables included in OSEP 23rd Annual Report to Congress New Mexico
varies significantly from the national base line for two school settings.

Setting National New Mexico

Outside regular class
<21%

47% 29%

Separate setting>60% 20% 37%

The small percentage of students returning to general education may be indicative of the state equalization
guarantee funding formula providing additional funding for special education students.  Other contributing
factors may be increased administrative responsibilities for special education (paper work and IEP meetings)
which have reduced the amount of time devoted to quality instruction, hence students returning back to
general education is impacted.  It appears that once a student is placed in special education he/she is likely
to remain there.

School
Year

Special
Education
Population

Number of Students
Returned to General
Education

Percent of Special
education Population
Returned to General
Education

SY01 66,859 2,074 3%

SY02 64,981 3,312 5%

New Mexico’s state equalization guarantee funding formula provides special education funding to school
districts based on membership in special education programs approved by SDE in class A, B, C, D and three
and four year old with developmental disabilities.  A cost differential is associated with these classes based
on the level of special education services required (minimal, moderate, extensive and maximum).  The number
of funded special education program units is the sum of membership in each approved class multiplied by the
corresponding cost differential which is then multiplied by the unit value. Using 2001-2002 average
membership/unit data provided by SDE, which includes gifted programs, students placed in A/B and C
programs represent 75 percent of the special education membership. Applying the cost differential to students
membership, D level programs and 3 and 4 year olds with developmental disabilities represent 46 percent of
the funding units which results in higher SEG funding for school districts.  Exhibit 5 provides an example of
a school district’s entire SEG funding estimate.
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Special Education SY02 SEG Generated Based on Level of Service 
Level of Service Membership Percent of

Membership
Funding Units Percent

of
Funding

Units
A/B      35,342.300 55.28% 24,739.610 35.60%
C      12,431.970 19.44% 12,431.970 17.89%
D and 3 and 4 year olds
with developmental
disabilities

     16,163.770 25.28% 32,327.540 46.52%

Total Membership      63,938.040 100.00% 69,499.120 100.00%
Related Services       43,937.500           43,937.50 
Total Units         113,436.62 
Unit Value             2,896.01 
SEG Generated $328,513,585.89 

There is concern nationally with over-identification of students with disabilities because some funding
formulas promote incentives for over-identification, especially those that are based on level of disability.  
Research indicates that school districts are often forced to place students in special education because general
education does not have the programs necessary to assist students with learning disabilities or behavioral
problems.  Special education provides these resources.

In December 2002, the Center for Civic Innovation at the Manhattan Institute released a report Effects of
Funding Incentives on Special Education Enrollment which states “School districts have traditionally received
state funding based on the size of their special education program, so in effect they receive a bounty for each
child they place in special education. Critics claim that this rewards schools for placing students in special
education unnecessarily.”  The Center also reported that several states struggling with increased growth in
special education have adopted new funding formulas that eliminate the bounty for special education students.
The report identifies New Mexico as having a bounty system.

The President’s Commission on Excellence in Special Education was charged to find ways to strengthen
America’s commitment to educating children with disabilities.  The Commission issued its report on July 1,
2002.  The Commission’s findings include:

• IDEA generally provides basic legal safeguards and access for children with disabilities. The current
system often places process above results and bureaucratic compliance above student achievement,
excellence and outcomes.  Too often, simply qualifying for special education becomes an end-point
rather than a gateway to more effective instruction and strong intervention.

• The current system waits for students to fail instead of providing prevention and intervention.
• Children with disabilities are often considered separately with unique costs creating an incentive for

misidentification and academic isolation.  General education and special education share
responsibilities for children with disabilities.  They are not separable at any level -- cost, instruction
or even identification.

• Many of the current methods of identifying children with disabilities lack validity.
The Individuals with Disabilities Education Act Amendments of 1997 (IDEA) Section 601 Subpart (7)(F)
Findings states: “...Studies have documented apparent discrepancies in the levels of referral and placement
of limited English proficient children in special education. The Department of Education has found that
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services provided to limited English proficient students often do not respond primarily to the pupil’s academic
needs.  These trends pose special challenges for special education in the referral, assessment, and services for
our Nation’s students from non-English language backgrounds.”

34 Codification of Federal Regulations (CFR) Parts 300 and 303 Section 300.534 (b) Determination of
Eligibility states that a child may not be  determined to be eligible under this part if the determinant factor for
such determination is lack of instruction in reading or math or limited English proficiency. 34 CFR Section
300.541 provides criteria for specific learning disabled which specifically states that the IEP team may not
identify a child as having a specific learning disability if the severe discrepancy between ability and
achievement is primarily the result of environmental, cultural or economic disadvantage.

SLD is a key indicator under focused monitoring.  School districts that vary from the state-wide average are
selected for monitoring visits. OSEP’s annual report states that SLD continues to be the most prevalent
disability, representing half of the students with disabilities served under IDEA.  SLD appears to be a favored
disability category in New Mexico and should be evaluated more closely to determine if over-identification
is occurring in this area.

Recommendations:

Pursue a study of the funding formula to determine if it creates an incentive for over-identification of students
with disabilities and gifted students, an incentive for service in segregated settings, and a disincentive for
transitioning students out of special education.  In addition, the study should determine if general education
funding is sufficient to address instructional deficiencies that may be a factor in inappropriate referral of
students to special education.  

Review the analysis performed in this audit and determine if students are justifiably placed in special
education and address misidentification and under- and over-identification as appropriate.

Department Responses: 

• The state board of education has included in its legislative package a request for $300,000 to study
the funding formula. If this study is undertaken, the special education unit will work closely with the
researchers to ensure that the formula’s impact on identification is considered.

• The special education unit is concerned about the over-representation of some Native American
students in the population of students with specific learning disabilities due to possible language
issues, as reported in this audit.  Appropriate actions are under consideration.

Focused Monitoring. A review of a sample of focused monitoring reports issued for SY02 indicates that
issues that affect student outcomes are being identified.  Although some school districts are having difficulty
providing meaningful corrective action plans and progress reports, by design, enforcement procedures for
non-compliance with corrective action plans has been delayed.  SDE intends to provide these enforcement
procedures to school districts in mid January 2003.  

Focused monitoring differs from the type of monitoring visits performed in the past during school district
accreditation.  Instead of visiting one-third of the school districts each year to determine if documentation is
on file and properly completed, focused monitoring uses data from ADS to select school districts with wide
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variances from state-wide averages on key indicators. Literature issued by the special education unit describes
focused monitoring as “a new way of determining compliance with federal and state special education laws
and regulations while also addressing educational benefit.  Focused monitoring emphasizes two major areas
of the Individual with Disabilities Education Act (IDEA) of 1997: access to the general curriculum and
improved educational performance for children with disabilities.”

Dr. Alan Colter of  Louisiana State University Health Science Center developed the focused monitoring
concept.  Dr. Colter assisted special education unit staff in establishing the process and accompanied the
teams on the first few visits. Louisiana State University Health Science Center recently received funding from
OSEP to run the National Center for Focused Monitoring, Dr. Colter is the project director.

A state-wide group of stakeholders was established to determine what the key indicators should be.  Four key
indicators were identified for students with disabilities:

< least restrictive environment (LRE) which emphasizes inclusion in regular classes to the maximum
extent appropriate with access to the general education curriculum;

< identification and evaluation which emphasizes possible over-identification of students with SLD;
< performance on state-wide assessment of educational achievement; and
< participation in the standard administration of state-wide assessment.

During SY02, 13 school districts were visited.  During SY03, 14 school districts are scheduled for visits.
Visits are made by a group consisting of teachers, parents and special education specialists.  School districts
are divided into four groups based on student population. 

Out of 13 monitoring visits performed in SY02 six reports had been issued to school districts as of October
2002. A sample of two reports out of the six issued was selected for review to determine the type of
monitoring performed.  According to staff the findings included in these two reports are consistent with issues
identified by most focused monitoring visits.  The findings indicate that the districts did not provide evidence
that:

< effective pre-referral interventions have occurred, resulting in over-identification of students with
SLD.

< students with LEP are being evaluated in accordance with regulations.
< lack of instruction in reading or math and LEP are eliminated when making eligibility determinations

resulting in over-identification of students as being learning disabled.  
< IEPs are developed, reviewed or revised in accordance with regulations.
< placement decisions follow the development of IEP goals and objectives and meet the requirement

of serving students in the least restrictive environment.

It is hoped that focused monitoring will alleviate past monitoring and enforcement deficiencies by
implementing stronger and effective follow-up that ensures compliance.



Legislative Finance Committee Audit of Special Education - State Department of Public Education

January 20, 2003      page 23 of 38

Areas where improvements could be made include:

< developing and implementing a focused monitoring manual which includes helpful templates and
examples of acceptable corrective action plans and progress reports.  Forms have been developed for
monitoring visits and yearly training is conducted. This is the second year this process has been in
place and procedures are still being modified.  Once SDE staff is satisfied with the process and
procedures, a formal guide will be developed.  Written procedures will provide monitoring teams
specific guidance when out in the field and assist in training future team members as well as provide
districts with guidance on preparing corrective action plans and progress reports.

< reconfiguring computer processing operations for daily transaction processing and data base queries.
According to staff, there is insufficient central processing unit (CPU) capacity to simultaneously
perform daily transaction processing, import school district data and run data base queries.  There
have been several instances in which the system has crashed or become sluggish because of resources
needed to run queries.  As a result, access to ADS has been strictly limited for data analysis purposes
and SDE is planning to add additional computer hardware dedicated for running data base queries.

The programming method utilized to write the ADS software also contributes to the inefficient use
of CPU capacity.  For example, programs and data base queries are not divided up into manageable
sections.  Lengthy, unstructured programs and queries lead to excessive maintenance issues and
commit valuable computer CPU resources for an excessive period of time.  The unstructured
programming method utilized for ADS is a major weakness that severely limits the flexibility of the
system for analyzing data and making even minor changes.  Data elements that change over time, such
as funding factors, are hard coded into programs and queries.  For instance, a state-wide roll up of
membership for state equalization guarantee funding estimates was requested from ADS but could not
be provided because programming was required to change some factors.  The state-wide roll up should
be readily available without requiring additional programming, processing a change order and
incurring additional maintenance costs. 

Compounding the problem is the recent departure of the information technology (IT) manager in
December 2002 and SDE’s heavy reliance on the ADS software vendor for technical support and
maintenance.  The IT manager position had not been filled as of January 20, 2003.  If the software
vendor can no longer provide services ADS will be unsupported.

< establishing a time line or time period for school district internal follow-up to assist in determining
if expectations are met.  Currently, school district internal corrective action plans do not provide a
time period when school district follow-up will occur.  

< mandating use of the SDE developed IEP manual to assist school districts in preparing and
implementing IEPs.  Currently, use of the manual is recommended but not mandatory.  According to
New Mexico’s state contact at OSEP, there is nothing in federal regulation that prohibits states from
mandating that school districts use the manual.  However, states are reluctant to mandate use of a state
manual because of local autonomy issues.  Considering the nature of the findings included in the
focused monitoring reports and complaint allegations, mandatory use of the state developed IEP
manual appears warranted.



Legislative Finance Committee Audit of Special Education - State Department of Public Education

January 20, 2003      page 24 of 38

The current staffing level in the focused monitoring area appears inadequate for the volume of reports issued
and level of monitoring required.  Two FTE are assigned to this area.  These individuals function as focused
monitoring team members when necessary, review working papers and reports, work with school districts to
develop corrective action plans, monitor corrective action plans and progress reports, and provide technical
assistance to school districts.  As of October 2002 only half of the reports had been issued out of 13 school
districts visited.  In SY03, 14 school districts are scheduled for visits some of which have already begun.  By
the end of SY03 there will be 27 school districts to monitor compliance with corrective action plans and
another round of monitoring visits will begin in October 2003. 

By design, the stakeholders delayed implementation of enforcement procedures until the Spring of 2003.  SDE
anticipates rolling out these procedures in mid January 2003.

Recommendations:

< Move forward with implementation of corrective action enforcement procedures by releasing them
as soon as possible.

< Develop and implement a focused monitoring manual and include acceptable corrective action plan
and progress report examples. 

< Reconfigure computer processing operations for daily transaction processing and data base queries.
< Obtain an independent post implementation review of ADS.
< Require school districts to provide time lines for internal follow-up in corrective action plans.
< Continue frequent monitoring of corrective action and progress reports.
< Conduct a department-wide management study to identify opportunities for streamlining operations

and reallocating FTE to ensure that all aspects of oversight, monitoring, compliance enforcement and
technical assistance is adequately staffed.

Department Responses:  

• Draft corrective action sanctions were reviewed and approved by the Focused Monitoring stakeholder
group on January 9, 2003.  They will be implemented, as necessary.

• Plans for development of a focused monitoring manual will proceed as staff time allows.  In the
meantime, staff is using examples of acceptable corrective action plans and progress reports with
districts, as needed.

• Plans are being developed to reconfigure computer processing operations.  The first step of this
process is to implement a statewide student identification system.  Funding for this first step has yet
to be identified.

• With the addition of a new computer systems analyst to the special education unit, it is now possible
for staff to request and receive special education data in a timely fashion.

• An independent post implementation review of ADS would be beneficial.  Funding for this would
need to be identified.

• Improvement plans are required to be as specific as possible in all areas and must demonstrate a strong
evaluative component that allows the district to monitor and assess the implemented strategies.  In
addition to internal time lines, improvement plans must include details about frequency, responsible
personnel, and deliverables.

• The special education unit is committed to frequent monitoring of corrective action and progress
reports.
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• The special education unit is constantly evaluating the appropriateness of staff responsibilities.  At
this point, the unit has no additional FTE to allocate to Focused Monitoring.

Complaint Investigations.  Improvements have been made in the complaint investigation process as a result
of concerns cited in a 1999 federal compliance review.  However, SDE has not been able to fully comply with
the federally required 60-day investigation time frame. As of October 30, 2002, there were seven
investigations which had not been reported within 60 days of receipt.  In addition, timely submission by
school districts of corrective action plans and timely monitoring of those plans is not occurring.

Improvements made in this area include development of a written procedures manual and a writing style
guide; access to research resources; establishment of a parent liaison to provide guidance to parents on student
issues to avoid formal complaints; development of a written guide for parents providing details in easy to
understand language regarding special education regulations and parent and student rights; installation of
computer software to track complaint status; and development of a corrective action plan checklist to track
school district compliance deadlines.

For the past two years SDE has been actively encouraging  public school agencies to voluntarily contract with
trained mediators to facilitate IEP meetings whenever districts and families are experiencing difficulties with
this process or as an informal resolution to a state-level complaint. A neutral third party who is trained in
helping two parties communicate may be able to assist them in problem solving, an exchange of ideas,
agreement, and ultimate resolution of the complaint through the IEP process. The SDE has found that this
course of action is often very effective and has resulted in resolving a number of state-level complaint cases.
This process may also lead to an improved rapport between parents and public school agencies. Moreover,
the report recently released by President Bush’s Commission on Excellence in Special Education recommends
using skilled facilitators to run IEP meetings in a situation where parties are having difficulty reaching
agreement so that the process can result in win-win solutions for the child. Parents and public school agencies
have realized the advantage of this useful service and are expressing more interest in contracting with
mediators as IEP facilitators. In response, SDE is currently training a small cadre of independent mediators
as IEP meeting facilitators who can in turn be made available to contract with school districts.  

A review of documentation for three complaint investigations indicates no evidence of a tickler system and
untimely follow-up on all three investigations:

< One school district has complied with all corrective action required.  A closure letter was prepared
in April 2002; however, the letter had not been released as of October 30, 2002.

< The second school district had not complied with the corrective action time-line.  There was no
evidence in the file indicating the reasons for non-compliance or that enforcement had been performed
by SDE.

< It was difficult to determine if the third school district had complied with the corrective action plan
because the checklist was not included in the file.  Without the checklist there is no evidence of review
of documents submitted or enforcement of corrective action.

The special education unit receives an average of 50 complaints per year. Requests for documentation from
school districts and parents often results in expansion of complaint issues which adds to the time required to
conduct the investigation. Federal regulation requires that a report be issued as a result of the investigation
within 60 days of receipt of the complaint.  According to staff, formal training on complaint investigation is
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not provided at either the federal or state level.  A network of western states regional complaint investigators
was recently organized to support one another in this difficult and often stressful process.  Based on the
western states regional complaint investigators teleconference minutes, one complaint investigator can handle
about 20 complaints per year. SDE staff estimates it takes 60 to 80 hours to investigate a typical complaint.
Some may take up to 120 hours. Computations indicate that 50 cases per year at 80 hours per case requires
4,000 hours with only 2,080 hours available in a work year per FTE, which includes holidays and other leave.
 The current backlog is seven out of 13 open complaint investigations.

The federal compliance review conducted in 1999 cited New Mexico for not having adequate staff in this area
and not investigating complaints within the 60-day period.  OSEP found there were 13 open complaints that
exceeded the 60-day time line. The continuous improvement plan dated March 2000 states that SDE will
develop a more efficient complaint investigation process with adequate staff to meet the 60-day legal
requirement, dramatically reducing the number of complaints resolved after the legally required time-line.
The first progress report submitted to OSEP on December 31, 2001 indicates that nine complaints were issued
late due to staff shortages.  From July 1, 2001 through December 31, 2001 complaint investigations had been
conducted timely. 

Prior to 2002, complaint investigations were performed by one individual. This individual was promoted to
an administrative position but was performing both functions until April of 2002. Over the last year, a full-
time investigator was hired and two staff provide temporary assistance.  In 2002, two positions were
reclassified as attorney positions to provide legal expertise in the investigation process, but only one of these
positions was filled but not until January 2003. However, only 93 percent of these attorneys time will be
allocated to complaint investigations. The following table provides a comparison of New Mexico caseload
and FTE to surrounding states.

State Comparison of Complaint Caseload with FTE
STATE NUMBER OF STUDENTS

WITH IEPs SCHOOL YEAR
2000-01**

CASELOAD FTE CONTRACT STAFF

Arizona 89,809 N/A 4 3  

Colorado 71,278 50 2

Kansas 75,739 50 1 2

Montana 19,001 10 1.5

Nebraska 43,797 40 5

New Mexico 62,028 50 1.5

Utah 53,921 20 1

Wyoming 11,604 2 1

Source: September 12, 2001 minutes of newly established western states regional complaint investigator group teleconference adjusted for subsequent changes
** NCES Number and Percent of Public School Students Participating in Selected Programs, by State: School Year 2000-01

SDE provided a report which lists complaints by frequency and type indicating that the lack of
implementation of the IEP is the number one allegation. The second highest is behavioral issues surrounding
suspensions and behavioral plans.  IEP complaint placement/change of placement and free appropriate public
education (FAPE) are included in the top five allegation issues.
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Recommendations:
< Utilize the established tickler system to notify the corrective action plan (CAP) monitor daily or

weekly what is due.  
< Ensure that the CAP updates the checklist in timely manner.
< Ensure that complaint investigation is adequately staffed at all times.  
< Mandate the use of the IEP manual.
< Continue with and enhance the facilitated IEP process to help reduce the number of complaints filed.

Department Responses:
• Staff will be required to use the established tickler system.
• Staff will be required to update the CAP checklist in a timely manner.
• SDE is required to work with the State Personnel Office, the Department of Labor, and the

Department of Finance Administration on posting and filling vacancies.  SDE is committed to filling
vacancies in a timely manner.

• Currently, the state-recommended IEP form has been available to districts for over a year.  The
guidance manual was issued this year.  At the direction of the State Board of Education or the New
Mexico Legislature, the use of this previously “recommended” form could be made mandatory.

Medicaid in the Schools (MITS).  A review of MITS was performed to determine if New Mexico was
leveraging federal funds to provide funding for special education and other health related services in the
schools. Disagreement regarding administrative costs charged to MITS and a lack of cooperation between
school district personnel and Human Services Department (HSD), Medical Assistance Division personnel has
resulted in a 50 percent drop in Medicaid reimbursement to school districts.

There has been an ongoing dispute regarding submission of administrative costs for Medicaid reimbursement
resulting in the filing of lawsuits.   The court found that HSD was within its right as fiscal agent to eliminate
administrative cost reimbursement.  A review of documentation surrounding this issue indicates:

< HSD terminated all joint powers agreements (JPA) with school districts as of June 30, 2002.
< School districts were required to sign a new JPA and return it by August 2002.  The new JPAs

eliminated administrative cost reimbursement and SDE as a party to the JPA.
< As of November 6, 2002, 40 of 79 school districts that previously participated in the program had not

submitted signed JPAs.
< Reimbursement to school districts has dropped 50 percent from FY00.  The following table provides

amounts reimbursed from FY98 through FY02.

Total Medicaid Reimbursement to School Districts by Fiscal Year
Fiscal Year Amount Reimbursed Total

Program Administrative
98          5,643,639          4,324,793          9,968,432 
99          7,183,726          6,597,982        13,781,708 
00          8,261,867          7,622,203        15,884,070 
01          6,855,740          1,735,285          8,591,025 
02          7,263,823             120,404          7,384,227 

< Fifteen school districts have not submitted the general fund match and the five percent administrative
cost imposed by HSD a few years ago. The total amount outstanding is $468,546.
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SDE has dedicated one FTE to monitor how school districts expend Medicaid reimbursement. SDE requested
cooperation from HSD to monitor these expenditures. SDE restricts school districts’ use of Medicaid
reimbursement to health related services. Correspondence between HSD and SDE indicates that HSD has no
authority to restrict the use of Medicaid reimbursement as long as costs submitted for reimbursement are in
compliance with regulations.  However, if SDE wants to monitor use of Medicaid reimbursement HSD is
willing to enter into a separate JPA with SDE.  According to SDE staff, procedures for auditing expenditures
from Medicaid reimbursement are currently being developed and input from the LFC audit unit has been
requested to review and provide recommendations on proposed audit procedures.

A review of spreadsheets maintained by SDE to track school district use of Medicaid reimbursement indicates
that balances remaining at the end of each fiscal year are improperly carried over and amounts reported as
reimbursed by HSD did not agree with amounts recorded on the spreadsheet.  According to SDE staff,
amounts recorded in the spreadsheet are provided by the school districts and are not reconciled to amounts
reported by HSD because it is difficult to obtain reimbursement data from HSD. So far, monitoring use of
Medicaid reimbursement consists of approving school districts’ plans, answering school district questions
regarding what is an allowable expenditure and maintaining a spreadsheet of district reported use of Medicaid
reimbursement.

IDEA 97 Part B Section 612 (a)(12)(A)(i) Agency Financial Responsibility states that “An identification of,
or a method for defining, the financial responsibility of each agency for providing services described in
subparagraph (B)(i) to ensure a free appropriate public education to children with disabilities, provided that
the financial responsibility of each public agency described in subparagraph (B), including the State Medicaid
agency and other public insures of children with disabilities, shall precede the financial responsibility of the
local educational agency (of the State agency responsible for developing the child’s IEP).”

Subparagraph (C) Special Rule further states “The requirements of subparagraph (A) may be met through 
(i) state statute or regulation;
(ii) signed agreements between respective agency officials that clearly identify the responsibilities of each
agency relating to the provision of services; or
(iii) other appropriate written methods as determined by the Chief Executive Officer of the State or designee
of the officer.”
 
The lack of cooperation between school districts, SDE and HSD and the inability to compromise is affecting
the State’s efforts to leverage federal funds to provide additional services to students in need and ensure that
students receive adequate health care.  This lack of cooperation has also affected SDE’s ability to coordinate
the monitoring process and eliminate duplication of monitoring procedures. A reasonable indirect cost rate
could be allocated for overhead to help defray some of the administrative costs associated with this program.

Recommendations: 

< Meet with the new administration to determine if services labeled as administrative are direct services
which are eligible for Medicaid reimbursement.  

< Work with HSD to provide guidance to school district personnel regarding classification of
expenditures and amend the JPA if necessary. 

< Require school district pay their matching share of Medicaid and outstanding administrative fees.
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< Meet with school district personnel to encourage signing of the new JPA and explain why costs
submitted as administrative are not eligible for reimbursement.  

< Attempt to maintain a cordial and constructive relationship between all parties for the good of the
entire State.

< Develop adequate monitoring procedures for expenditure of Medicaid reimbursement, provide a copy
to LFC auditors for review prior to implementation.  

Department Responses:

• The SDE does not have control over what type of services will be allowed as eligible for MITS
reimbursement. HSD is the governing body for the MITS program and makes determination on what
is allowable.  SDE policy has consistently been to maximize available revenues under this program.

• In the past the SDE has been included as one of the parties on the JPA. Currently the SDE is not
included in the new JPA between HSD and school districts. Therefore, it is not appropriate for the
SDE to meet with school district personnel to encourage signing of the new JPA or explain why costs
submitted as administrative are not eligible for reimbursement. This should fall under the purview of
the HSD.  However, the SDE does provide guidance to school district personnel around clarification
of expenditures for MITS reimbursement.  

• SDE has initiated a call to meet with the new administration at HSD. The purpose of this meeting is
to develop a collaborative partnership between HSD, school districts and SDE.  SDE has been able
to work effectively as a partner with HSD since the inception of this program over ten years ago, but
that working relationship has become strained over the past two to three years due to HSD’s tendency
to make unilateral policy decisions about this program.  

• There have been preliminary discussions with HSD to either include the SDE in the new JPA or
develop a separate JPA that would allow the SDE the authority to monitor MITS expenditures for
school districts. Even without formal authority, the SDE plans to continue monitoring schools to
ensure Medicaid reimbursement is spent on health and health-related services as specified in the
districts’ JPA with HSD.

Performance Goals and Indicators. Performance goals and indicators reported to OSEP could not be
validated and may have been misreported because of the methods used to collect and compute data.

The 2000-2002 biennial report submitted to OSEP included performance goals and indicators for participation
in statewide assessments, performance on statewide assessments, graduation rate, and drop-out rate.  SDE
procedures for collecting and reporting data have not kept pace with federal requirements under the IDEA.
Performance goals and indicators reported to OSEP could not be validated and may have been misreported
because of the methods used to collect and compute data.

< The 120 day count is used in school ratings to determine student participation rates in statewide
standard assessments, but participation rates are not disaggregated for students with disabilities as
required by OSEP.  Therefore, the special education unit had to compile participation data from other
published reports that did show disaggregations for students with disabilities. Using the 120th  day
count, 85 percent of the special education students were tested instead of 90 percent as reported to
OSEP.
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< Through SY02, the data collection and reporting unit calculated the graduation rate by comparing the
number of students in grade 12 on the first day of school to the number of grade 12 students who
graduate, as reported to SDE by districts on hard copy as aggregate numbers.  This data collection was
not disaggregated for students with disabilities.  Again, the special education unit had to compile
graduation rates from other published reports that did show disaggregations for students with
disabilities.  Beginning in SY02, a graduation data field was included in the student file under ADS,
but data submitted by districts in this field was incomplete. The graduation rate for all students
reported to OSEP in the biennial performance report is 97 percent, but the State 2000-2001
Accountability Report indicates the rate is 89.8 percent.   

< Performance results for students with disabilities who took the Alternate Assessment (AA) could not
be reported due to a significant number of test administration irregularities.  Specifically, many test
booklets were only partially completed and the cover sheets were not completed according to the SDE
instructions.

The 2000-2002 biennial report to OSEP also included data on suspension/expulsion rates and
disproportionality.  Concerns related to the validity of these data are as follows:

< Districts are asked to report data on suspensions and expulsions to out-of-school settings for more than
10 days for any reason and suspensions and expulsions due to drugs and weapons for any length of
time through ADS.  However, since these data are not tied to funding, and since the SDE has not
allocated resources to audit these data, validity is questionable.  Specifically, only 54 out of 89 school
districts reported suspension/expulsion data and the second largest school district reported no
suspension/expulsion incidents during SY01.

< Disproportionality data is directly related to the ethnicity data field.  ADS allows “other” and “not
reported” as valid entries, in addition to five standard ethnic groups, while all of the OSEP reports
allow only the five standard groups.  The current special education unit policy is to proportionately
distribute the “other” and “not reported” students among the five standard groups. Considering limited
SDE resources, this task appears to be unnecessary and time consuming.  

With the implementation of “adequate yearly progress” under No Child Left Behind (NCLB), there is concern
that the number of students with disabilities taking the AA will increase beyond the NCLB limit of 0.5%.

Another factor that effects consistent and accurate performance reporting is the lack of state-wide unique
student identification numbers which does not allow for proper tracking of students throughout the state and
throughout their educational experience. In addition, not all data is captured through ADS.  School districts
are required to submit drop-out and graduation data in hard copy.  The use of state-wide student identification
numbers and eliminating the need for hard copy data submission would greatly improve and increase the level
of analysis that could be performed regarding student performance; reduce inefficiency in data submission
and frustration in matching student data with assessment data; and improve the reliability of reported data by
allowing for proper validation, verification and reconciliation of data and among various reports.

The LFC audit of the Data Used in Accountability Programs, dated October 27, 2001 stated that ADS has
great capability and captures substantial data. ADS is being used effectively for school district funding.
Although data quality improved with ADS, data entry errors made by school districts adversely effects district
and state student performance.  In addition, the lack of unique student identification numbers limits the extent
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to which data can be validated.  For instance, if a student is reported as a drop-out by one district that issues
its own student identification numbers, there is no way to determine if that student is being reported by
another district.  Hence the student may be reported as a drop-out when in fact he/she is a student in another
district.  
The implementation of the Accountability Program requires that data be verified, validated and reconciled
because it is being used to determine the adequacy of school districts’ educational performance. Resources
will be required to verify and validate the data submitted for compliance with the No Child Left Behind Act.
School districts must be made aware of the consequences of misreported data.  The high stakes associated
with the No Child Left Behind Act makes the accuracy of data collection and reporting critical to ensuring
that the performance of New Mexico students is adequately and reliably portrayed.

IDEA 97 Part B Section 612 State Eligibility part (a) states “A state is eligible for assistance under this part
for a fiscal year if the State demonstrates to the satisfaction of the Secretary that the State has in effect policies
and procedures to ensure that it meets each of the following conditions...” The conditions listed in subpart (16)
require the State establish goals for the performance of children with disabilities in the State that 1) will
promote the purposes of the Act, and 2) are consistent, to the maximum extent appropriate, with other goals
and standards for children established by the State.  At a minimum, the State is required to address the
performance of children with disabilities on assessments, drop-out rates, and graduation rates.  The State is
required to report to the Secretary of the Department of Education and the public on the progress of the State
and of children with disabilities toward meeting the established goals.  Based on the assessment of progress
the State is required to revise it’s improvement plan as needed to improve performance, if the State receives
assistance under that subpart.

Subpart (17) Participation in Assessments requires children with disabilities be included in general State and
district-wide assessment programs with appropriate accommodations, where necessary.   Where appropriate,
the State is required to develop guidelines for the participation of children with disabilities in alternative
assessments for those children who cannot participate in State and district-wide assessment programs.
Beginning July 1, 2002 the State is required to conduct alternative assessments.

Subpart (22) requires the State to examine data to determine if significant discrepancies are occurring in the
rate of long-term suspensions and expulsions of children with disabilities among local educational agencies
in the State or compared to such rates for non-disabled children with such agencies.

Recommendations:

< Capture as much data as possible in ADS and eliminate the need for hard copy submissions.
< Coordinate with the data collection and reporting unit and the accountability unit to develop a

common methodology for calculating and reporting all student performance outcomes.  Require that
the data collection and reporting unit prepare required reports and that program staff review and
analyze the reports for reasonableness.  Require the internal audit unit to validate sample data used
in all published reports.  Allocate enough FTE to ensure that data published by the SDE is reliable and
consistently reported. 

< Use ADS as much as possible to assist in analyzing performance.
< Allocate adequate resources to data verification, validation and reconciliation to ensure data

reliability.
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< Conduct web-based training for personnel who administer the alternate assessment to ensure that this
assessment is only administered to students for whom the test was designed and is administered
properly.

< Delete students who are reported in ADS as “other” or “not reported.” from OSEP reports. 
< Implement the use of a state-wide student identification number.

Department Responses:

• ADS holds student-specific data.  SDE is in the process of eliminating any remaining student-specific
hard copy data requests from districts.  However, some required reports are not based on student-
specific data and data for those reports will continue to be collected on hard copy.

• Under NCLB, the SDE is in the process of ensuring that all state and federal performance reports are
disaggregated, as required.  Ensuring data validity is a function shared by all units within SDE that
use ADS data.  Exception reports are published for districts highlighting data anomalies.  In addition,
the special education unit randomly selects districts annually for the purpose of data verification.
Finally, the internal audit unit performs audits in high priority areas, such as test security and drop out
reporting.

• The SDE is reviewing FTE allocations to ensure that data analysis functions are adequately covered.
• The SDE is reviewing resource allocations to ensure reliable data verification, validation and

reconciliation.
• The special education unit is planning to revise the current web-based training for personnel who

administer the alternate assessment, in light of frequently occurring errors in administration over the
last two years.

• The special education unit will delete students from future federal reports requiring ethnic
identification if the students are reported in the ethnicity field in ADS as “other” or “not reported.”

• Plans are being developed to reconfigure computer processing operations.  The first step of this
process is to implement a statewide student identification system.  Funding for this first step has yet
to be identified.

Federal Financial Reports.  Special education federal financial status reports have not been submitted to
OSEP since federal fiscal year (FFY) 2000.  

According to Fiscal Services Bureau (FSB) staff SDE is required to submit reports three times per year. The
initial report is due in September of the first year of the appropriation, the carryover report is due in December
and the final report is due the 27th month.  Staff indicated that OSEP has not asked for these reports and
feedback has never been provided when reports are submitted. Evidence of reporting requirements was
requested but could not be provided by FSB staff.

OSEP was contacted to obtain reporting requirement.  A memo regarding data submissions due during FFY
1983 dated August 31, 1982 from the U.S. Department of Education to chief state school officers and copied
to state special education directors states “...Financial Reports have been dropped since similar information
is available through other Departmental units. Performance Reports for the three (3) State grant programs for
handicapped children have been consolidated into one report.”  It is not clear if submission of the federal
financial report is required based on this memo and discussions with OSEP staff. 
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The explanation provided for untimely submission of federal financial reports is staff turnover.  The position
responsible for preparation of the report was vacant for six months.  These duties have been bounced around
from individual to individual during this period.  In addition, there are no written procedures to prepare this
report.  The individual who prepared the report prior to the position becoming vacant learned how to prepare
the report by analyzing prior reports and figuring out where the information came from and how it was
compiled.  Other issues which resulted from inquiries and review of federal financial reports for FFY98
through FFY00 are:

< IDEA-B allocations have not been reconciled to cash disbursements since the position became vacant.
< FSB management signs the reports but does not throughly review them prior to submission.
< Amounts reported as allocated and awarded in FFY98, FFY99 and FFY00 do not agree with amounts

reported in allocation summaries provided by the special education unit.

FSB staff indicate that it would be much easier to track cash allocations and disbursements if school districts
are required to submit expenditure reports monthly rather than quarterly.  School districts IDEA-B
expenditure reports are by line item; however, on a state-wide basis SDE collapses the line items into federal
grant programs.

SDE may be jeopardizing federal grant awards by not submitting financial reports on a timely basis, not
properly completing reports, and not properly reconciling cash disbursement and allocations with
documentation provided by the special education unit.  

An internal audit was conducted as a result of Department of Finance and Administration (DFA) concerns.
A letter dated October 8, 2002, included the following results: 
 < Funds were being disbursed prior to warrants being received by the State Treasurer’s Office (STO)

which violates wire transfer practices and procedures mandated by Section 2-60-8-10 NMSA 1978.
 < The list of personnel authorized to disburse funds has not been updated to reflect staff changes.
 < Adjustments were required as a result of insufficient program funds, incorrect bank routing

information of sub-recipients and funds being transferred to the wrong entity.
 < As of September 24, 2002 adjustments requested by STO on May 13, 2002, for outstanding debit and

credit items had not been received.

A letter from SDE to DFA dated October 31, 2002, states that the internal audit unit will be monitoring these
activities.

Recommendations:

< Develop written procedures for preparation of the federal financial report and fill vacancies timely.
< Program the computer to report IDEA-B expenditures by line item. 
< Address deficiencies noted in the internal audit adequately and timely and ensure that procedures are

in place to avoid future occurrence of this nature and magnitude. 
< Require management thoroughly and timely review all monthly cash reconciliations and federal

financial reports. 
< Contact OSEP to determine what reports are due when and comply with reporting requirements.



Legislative Finance Committee Audit of Special Education - State Department of Public Education

January 20, 2003      page 34 of 38

Department Responses:

Concur.  During the past 18 months, the SDE Federal Flow-through Unit has experienced in excess of a 100%
turnover in staff.  The unit has utilized the services of temporary employees to carry out daily duties and
disbursement of cash requests and reimbursements to educational entities.

The SDE has aggressively recruited all vacancies and is currently 80% staffed.  A very experienced supervisor
has been hired and is mentoring new staff.

The SDE did not have a functioning accounting system for the FYE 2000-2001 and 2001-2002.  Spreadsheets
and manual ledgers were the source documentation for all grants.  A new fully integrated and automated
accounting system was implemented in July 2002.  A second database will be implemented by April 2003 that
will record all subsidiary information recommended by the LFC Performance Auditor.  This information will
allow all grants to have real time data and thus enable the SDE to submit accurate and timely federal financial
reports.  Due to staff shortages and the lack of an integrated accounting system, timely cash reconciliations
were impossible.  These deficiencies have now been corrected with the filling of vacant positions and the
implementation of our new accounting system.  All reconciliations are targeted for completion by April 2003.

All financial reports will be reviewed by management as well as by program fiscal monitoring staff for
accuracy and reasonableness prior to release.

School District Applications for IDEA Funding.  Traditionally, the IDEA application process has attempted
to assure that these categorical funds have been budgeted to specifically benefit students with disabilities.
Although goals and objective are part of the process, no measurement of success is required for continued
funding.

A review of sample school district applications submitted for SY01, SY02, and SY03 indicates that initial
budgets and budget adjustments are reviewed by special education unit staff for alignment with approved
goals.  In addition special education unit staff review previous year SEG expenditures on special education
related line items (personnel only) to assure that supplanting is not occurring.  However, when questioned
regarding the extent of expenditure review for proper use of federal funds, staff responded that reliance is
placed on financial audits which should cover auditing of invoices, personnel records, contracts, etc., to
determine compliance with the application.
34 CFR Sec. 300.230 – Use of amounts states that funds are to be used in accordance with applicable
provisions of IDEA-Part B to supplement the costs of providing special education and related services to
children with disabilities.

Staff explained that application procedures are under revision for SY04, to eliminate unnecessary paperwork
on the part of districts and to tie the application process to focused monitoring.  During January, staff put out
these proposed revisions for public comment.

Recommendations:

Continue with the current plan to require school districts to submit applications addressing improvement in
focused monitoring data.  Set realistic and meaningful benchmarks to monitor improvement.

Clarify the role of internal audit with regard to appropriateness of expenditures under IDEA.  Determine
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whether additional FTE are needed to perform this review.

Department Responses:

• The proposed revisions to the IDEA application process will be put out for public comment in late
January.  Responses will be evaluated before the final application guidelines are released for 2003-04.

• The special education unit will initiate discussions with the fiscal unit regarding a necessary review
of line item expenditures for IDEA-B.  The internal audit unit will continue to inform the special
education unit whenever it receives a district audit report containing findings of non-compliance with
regard to improper administration of IDEA funds.

Administrative Budget.  An analysis of the adequacy of the special education administrative budget could
not be performed because personal services and employee benefits have not been recorded in the general
ledger for FY02 and FY03. According to FSB personal services and employee benefits have not been
recorded because of conversion to a new accounting system.  Differences in administrative allocations for
FFY99 and FFY00 were identified between amounts reported in the federal financial reports and amounts
provided by the special education unit. 

Special education unit staff indicate that it has been difficult to track school district allocations and
administrative expenditures because of the status of SDE accounting records.  Information is either not
available, late or inaccurate.  Inaccurate federal financial reporting could jeopardize federal grant awards.

Supporting documentation has been requested from FSB staff to verify administrative expenditures reported
to OSEP; however, documentation had not been provided as of the date of this report.

Recommendations:

Record expenditures in the general ledger timely.  Require that:
• documentation supporting amounts reported in federal financial reports be readily available;
• information recorded in the general ledger and in federal financial reports be reconciled to financial

information maintained by divisions and bureaus within SDE; and
• federal financial reports and other financial reports be reviewed by management as well as by program

fiscal monitoring staff for accuracy and reasonableness prior to release.

Department Responses:

Concur.  As stated in the previous response, the SDE did not have a functioning accounting system for FYE
2000-2001 and 2001-2002.  Since implementation of our new accounting system in July 2003, the SDE now
has real time expenditure data for all grants.  When the second database is created, the SDE will have the
ability to record all subsidiary information recommended by the LFC Performance Auditor.  

All financial reports will be reviewed by management as well as by program fiscal monitoring staff for
accuracy and reasonableness prior to release.

Staff Turnover and Other Administrative Issues.  The special education unit experienced high  turnover
during 2001 and 2002. Eighteen of 21 FTE (85%) have been with the special education unit less than 18
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months.  Vacancies have existed in the special education unit for as long as two years. Written procedure
manuals have not been developed and there are some administrative processes that appear to create
inefficiency and staff frustration.

Interviews with special education staff indicate that the most senior staff member has been with SDE nine
years.  The State Personnel Office (SPO) provided an analysis of the turnover in the special education unit.
The turnover rate for 1997 through 2001 is as follows:

1997 10.0%
1998 36.8%
1999 18.2%
2000 36.4%
2001 63.6%

Analysis of the documentation provided by SPO indicates that one position was vacant for two years, from
December 1999 to November 2001.  Another position was vacant for 15 months. There were eight vacancies
from February 2001 to May 2001 and six vacancies from May 2001 to November 2001.  All educational
consultant positions have had a 100 percent turnover in the last 18 months.  There are also prolonged
vacancies in other areas within SDE as mentioned in previous findings included in this report and previous
LFC audit reports.

Three prolonged vacancies are the result of reclassification.  Due to the growing complexity of complaint
investigations two positions have been reclassified as lawyer-B.  As a result of reorganization these positions
are under the general counsel.  According to staff, reclassification of the position was a lengthy process due
to resistance from the Department of Finance and Administration budget analyst and the SPO processes. The
special education unit also reclassified a position to computer systems analyst to assist in analyzing ADS and
other data.  It took several months to get the position reclassified and receive an applicant list from SPO.

Explanations provided by staff for untimely filling of vacancies are: lack of qualified applicants, untimely
availability of job candidate lists from Labor Department and SPO, cumbersome interagency hiring process,
workload, noncompetitive salaries, and reorganization and reclassification of positions.  

As stated in previous LFC audit reports, written procedures are lacking within SDE. The special education
unit has not developed written procedures for any of its processes other than complaint investigations.  Based
on interviews, there is only one employee within the special education unit who is knowledgeable in all
aspects of the program.  Currently this employee is responsible for financial administration of the special
education program. 

The extent of turnover experienced by SDE makes written procedures essential.  SDE has placed itself in a
vulnerable position when program operations and knowledge are concentrated in one employee.  If that
employee terminates, it could be difficult to determine how job duties are performed, especially in the
financial area where information is critical for continued state and federal support.  This situation also creates
inefficiency, ineffectiveness and frustration because staff resources are devoted to hunting for information,
self training, correction of errors and absorbing duties until vacancies are filled.

Other administrative issues identified are:

< Inefficiency in SDE’s process for preparing time sheets.  Employees are required to submit time sheets
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on Tuesday for the pay period ending on Friday.  This results in employees having to guess on their
hours for the remainder of the week.  If changes occur, time sheets must be amended.  In addition,
time sheets must be submitted as a two-sided document.  The printer often malfunctions during the
printing process which creates inefficiency and  frustration for employees. According to staff,
completing the time sheet can take up 30 minutes every other week. Staff suggested electronic time
reporting to avoid having to print a two sided time sheet.

< Inability to timely report licensure information to the federal government for certain related services
positions. Three years ago speech/language pathologists, speech language apprentices and audiologists
were required to submit their licenses to the Regulation and Licensing Department (RLD) instead of
SDE.  However, reporting this data to the federal government remains with SDE but has not been
reported for three years.  The employee responsible for preparing this report expressed frustration in
obtaining licensure information from RLD.  SDE staff requested a tape with required information to
prepare the report. RLD refuses to provide the information based on confidentiality issues.  This issue
was resolved; however, due to turnover in RLD, the issue resurfaced.  Without the tape, SDE would
have to obtain a list of licensed individuals, identify those required to be reported and count them.
How that list will be provided without violating confidentiality is creating problems.  Options
recommended to resolve the issue are to have RLD prepare the report or have these individuals submit
copies of licenses to the licensure unit within SDE.  However both RLD and the licensure unit have
expressed concern regarding availability of resources to prepare the report or monitor submission of
copies. 

Having time sheets submitted four days prior to the end of the pay period could result in employees receiving
incorrect payments, incorrect leave balances and flex time.  Frustration with the current time sheet submission
process was expressed by a majority of staff interviewed.  This process results in inefficient use of limited
resources. Even though the federal government has not expressed concern regarding untimely submission of
all required licensure data, this could effect federal funding.  

Recommendations:
< Fill vacancies timely, work with SPO and the Labor Department to streamline the hiring process and

reevaluate the salary schedule.
< Develop written procedures for all critical functions as soon as possible.
< Implement electronic time sheets. 

< Meet with RLD management to resolve the confidentiality licensure issue for timely preparation and
submission of all licensure data to the federal government.

Department Responses:

• SDE is required to work with the State Personnel Office, the Department of Labor, and the
Department of Finance Administration on posting and filling vacancies.  SDE is committed to filling
vacancies in a timely manner.   The human resources unit is in the process of streamlining internal
procedures.  A review of the salary schedule for education administrators was completed within the
last year.  As soon as SDE can identify additional resources, compensation equity changes may occur.

• The special education unit agrees that written procedures would be helpful in training new staff and
the special education unit will make every attempt to find staff time to do so.

• The human resources unit is currently working to revise procedures for the submission of time sheets.
• The special education unit has reached an agreement with RLD whereby they will submit an ordered
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list of licensed SLPs, SLAs, and audiologists.  The special education unit will then manually match
that list with a corresponding list of staff submitted through ADS as being licensed in those positions.

Supply of Special Education Teachers. A review of the One Year Substandard Licensure Report indicates
that approved special education teacher waivers average 47 percent of the total waivers issued state-wide.
A cursory review by school district indicates that this is also the case by school district.  The following table
provides the number of waivers issued the last four years.

1997-1998 1998-1999 1999-2000 2000-2001

Special education waivers 477 507 630 616

Percent change in special education waivers N/A 6.3 24.3 -2.2

State-wide waivers 1030 1076 1301 1342

Percent special education waivers of all waivers 46.31 47.1 48.4 45.9

One of the conditions of state eligibility under IDEA 97 Part B is that the State have in effect a comprehensive
system of personnel development that is designed to ensure an adequate supply of qualified special education,
regular education, and related services personnel that meets the requirements for a state improvement plan
relating to personnel development in subsections (b)(2)(B) and (c)(3)(D) of section 653. Under the No Child
Left Behind Act, waivers will not be acceptable. 

SDE established a group to study the teacher shortage and come up with options to recruit and retain qualified
teachers.  SDE is also working with colleges and universities to train and obtain qualified teachers.

Recommendation:

Continue to work with the study group to develop a plan to recruit and train qualified teachers and work with
colleges and universities to address the teacher shortage.

Department Response:

The Teacher Educator Accountability Committee continues to work on the development of a plan to recruit
and train qualified teachers in areas faced with shortages.  Additionally, the special education unit is using
part of its state improvement grant (SIG) to develop a comprehensive system of personnel development in
collaboration with New Mexico’s institutions of higher education.  SIG funding is also being used to support
capacity building for para-educators in New Mexico.  The dual-licensure program at UNM continues to
increase the number of teachers certified in both special education and elementary education.  The special
education unit is also exploring web-based technology to address teacher recruitment in New Mexico.
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